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(2) A practitioner may not advise a 
client to submit a document, affidavit 
or other paper to the Internal Revenue 
Service— 

(i) The purpose of which is to delay 
or impede the administration of the 
Federal tax laws; 

(ii) That is frivolous; or 
(iii) That contains or omits informa-

tion in a manner that demonstrates an 
intentional disregard of a rule or regu-
lation unless the practitioner also ad-
vises the client to submit a document 
that evidences a good faith challenge 
to the rule or regulation. 

(c) Advising clients on potential pen-
alties—(1) A practitioner must inform a 
client of any penalties that are reason-
ably likely to apply to the client with 
respect to— 

(i) A position taken on a tax return 
if— 

(A) The practitioner advised the cli-
ent with respect to the position; or 

(B) The practitioner prepared or 
signed the tax return; and 

(ii) Any document, affidavit or other 
paper submitted to the Internal Rev-
enue Service. 

(2) The practitioner also must inform 
the client of any opportunity to avoid 
any such penalties by disclosure, if rel-
evant, and of the requirements for ade-
quate disclosure. 

(3) This paragraph (c) applies even if 
the practitioner is not subject to a pen-
alty under the Internal Revenue Code 
with respect to the position or with re-
spect to the document, affidavit or 
other paper submitted. 

(d) Relying on information furnished by 
clients. A practitioner advising a client 
to take a position on a tax return, doc-
ument, affidavit or other paper sub-
mitted to the Internal Revenue Serv-
ice, or preparing or signing a tax re-
turn as a preparer, generally may rely 
in good faith without verification upon 
information furnished by the client. 
The practitioner may not, however, ig-
nore the implications of information 
furnished to, or actually known by, the 
practitioner, and must make reason-
able inquiries if the information as fur-
nished appears to be incorrect, incon-
sistent with an important fact or an-
other factual assumption, or incom-
plete. 

(e) Effective/applicability date. Para-
graph (a) of this section is applicable 
for returns or claims for refund filed, 
or advice provided, beginning August 2, 
2011. Paragraphs (b) through (d) of this 
section are applicable to tax returns, 
documents, affidavits, and other papers 
filed on or after September 26, 2007. 

[T.D. 9359, 72 FR 54549, Sept. 26, 2007, as 
amended by T.D. 9527, 76 FR 32307, June 3, 
2011] 

§ 10.35 Competence. 
(a) A practitioner must possess the 

necessary competence to engage in 
practice before the Internal Revenue 
Service. Competent practice requires 
the appropriate level of knowledge, 
skill, thoroughness, and preparation 
necessary for the matter for which the 
practitioner is engaged. A practitioner 
may become competent for the matter 
for which the practitioner has been en-
gaged through various methods, such 
as consulting with experts in the rel-
evant area or studying the relevant 
law. 

(b) Effective/applicability date. This 
section is applicable beginning June 12, 
2014. 

[T.D. 9668, 79 FR 33693, June 12, 2014] 

§ 10.36 Procedures to ensure compli-
ance. 

(a) Any individual subject to the pro-
visions of this part who has (or individ-
uals who have or share) principal au-
thority and responsibility for over-
seeing a firm’s practice governed by 
this part, including the provision of ad-
vice concerning Federal tax matters 
and preparation of tax returns, claims 
for refund, or other documents for sub-
mission to the Internal Revenue Serv-
ice, must take reasonable steps to en-
sure that the firm has adequate proce-
dures in effect for all members, associ-
ates, and employees for purposes of 
complying with subparts A, B, and C of 
this part, as applicable. In the absence 
of a person or persons identified by the 
firm as having the principal authority 
and responsibility described in this 
paragraph, the Internal Revenue Serv-
ice may identify one or more individ-
uals subject to the provisions of this 
part responsible for compliance with 
the requirements of this section. 
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